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alternative Possibilities In Tr*fte Contr ol Volj£L 
A. Import Controls 

1 . sod M a a ln i stratlon, or C ontras 

In determining & system of export controls * the first dec^-s on to 
be made lies in a choice between a caaplete esabargo and selective denial on the 
basis of some predetermined standard. In large part, the goals of the export 
control program will determine the choice of the system of controls: that system 
is most desirable which will administer the program so as most effectively to 
accomplish its ends. In brief* the purpose of the program determines the best 
form of administration as well as the number and extent of commodities controlled. 

Obviously the imposition of the maximum economic injury by the West 
on the Bloc via export controls would entail a complete embargo against all sales 
or shipments of goods and services to the Bloc . Ihe advantages of a complete 
embargo lie in the fact that it is ixnambiguouf and easy to justify: why contri- 
bute at all to the production capec ty of a country with which you may one day 
be at wart In fact; a complete embargo might well arouse less «p$cmt item, QT 
less vocal opposition; in the exporting community than a selective syslar, based 
on broad cons! derations which are bound to be somewhat equivocol in interprets- 
*** tlon. On the other band a complete embargo would provide excellent ammunition 

for the propagandists of the Bloc; who could tens it unduly restrictive. 

A system based on selective denial would entail greater costs cl 
administration that a complete embargo because of the necessity for research and 
negotiation., the processing of export licenses and such. Export controls based 
on broadly-defined commodity categories are* in most cases * more efficient i n 
accomplishing the goals of an export- control program than & system based on 
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narrowly defined ecoaodity items., for tit* possibility of ciretasveating the latent 
of the Program is smaller. Controls based on breed categories have a more defeasible 
ecoaoesie Justification than controls based oa narrowly defined item- Moreover 
intelligence concerning Bloc supply sad requirements is frequently not sufficients 
complete to permit fine distinctioos . Broad categories, on the other hand, are 
aore likely to be considered an unreasonable" restriction of trade by 

circles, and therefore the chance ef opposition to and circumvention of controls 
is greater. 


M export control prepress administered through a system or value - 
quotas for free World exports to each Bloc country would not only bo expensive 
of administration and difficult of negotiation, but would accomplish little other 
tl^an to serve as a earning of the West’s awareness of the existence of benefits 
firm trade. It is hard to conceive of a goal or set of goals of a trade control 
program that would not be better administered by other means. 

A system of flexible, shifting controls would probably create aore 
confusion in the free World then in the Bloc where a basic philosophy of autarky 
would justify a retreat from trade. She Bloc could, of course, react by placing 
large orders for goods currently "off the list” which it would shortly cancel. 

real costs of such a system to the West would vary probably be higher than 
the injury to the Bloc. 

** &S&J*£. S022 M 1M SmMjS L assorts to be Controlled 

Within the objectives of a trade control policy as stated, by the 
8SC and discussed in earlier sections m this report, there are various passible 
techniques for measuring, and ways of defining, "a significant contribution to 

the war potential of the Bloc." The only operationally significant definition 
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of war potential, as earlier have pointed out, lies in terras of a 


aaasure of the total productive ability of the economy. But even within these 


terras, a "significant eontrLbutioa’' to total ’productive ability” is susceptible 


of various interpretations. 


Tied* controls are Justified only if they hurt the Bloc more then 
they hurt the West, both politic al l y and econom i cully . Any program that I bait 6 
the volume of e xch a nge will isgwse some loss on the trading partners involved, 
for trade, in perraitlng the acquisition of goods with a wtniup expenditure of 
production resources, thereby increases their productivity. The aia of any trade 
control program, therefore, must iarolve esaxisaicing the injury or loss iaposea or. 
the Hoc with a raioiMua of loss to tie West In this section, we shall be con- 
cerned only with the various possibilities for measuring and defining the wxgggie 
loss to the Bloc resulting from a crtproaibaant of Bloc imports. 

As a first appraadaation, the economic leas, which the cessation of 
trade in certain lttfes would im p ose on a country being embargoed, can be fW -. RW 
as the gain which the country had be*u receiving free trade. The gains from 
trade can be defined as the difference in the amount of productive resources re- 
quired for the acquisition of the imported soaraodities through domestic production 
as compared with that required for the production of exports to be sold in foreign 
trade. The cost to the Bloc cf its imports from the West is represented by the 
productive resources it iai«»t devote tg> producing exports sold to tbs West, if 
trnde is curtailed, the volume of experts required to finance imports will be 
saaller and the decline in production for exports will release certain productive 
resources. The amount of resources required to expand the output of the import- 
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replacing industries however * will be greater than that- released by export cors- 
traction* the difference in resource requirements representing the sains from 
trade. If on the other hand, trade has not been motivated by economic considera- 
tions, the reso srce requirements of expanding the import- -replacing industries may 
be less than the released resources of the export industries i the difference indi- 
cating the cost of the non -economic gains from trade, Here we stall assume that 
c m the whole Bloc trade has been economically motivated, 

fte pains from trade * or the burden involved in a loss of trade, 
can thus be measured In terns of tta different amounts of resources required before 
and after trade to produce the same lists of goods available to the domestic economy* 
It could also be defined in terms of the different amounts of goods available to 
the domestic econosy from the same quantities of resources before and after tr ade , 
la the second ease changes in the level of total output (e ,g.> dross National 
Product in constant prices ) before and after trad% would be measured rather than 
the quantities of resources required* Both definitions are essentially concerned 
with the effects of trade on the productivity of productive resources. Tiros our 
first approximation to a definition of the economic loss resulting from trade con- 
trols can be amended to refer to the difference in the productivity of the economy ’s 
productive resources when used in isolation and when used in international trade. 

In the sections that hpllov we shall be concerned with an attempt 
to measure the effects of East-West trade la various coasaodities on Bloc resource 
aequirweats, by attempting to answer the question "How much aMitiopal 
would the Bloc have to use to produce by itself the ccsaaodities which it now imports r 
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Ruble -Dollar Ratios 

Tbe effectiveness of 6 progresi of bUfte controls caa t*e judged 
by the ecopanie loss which the ces action of trede would impose on the country 
belns cabaarg oed. This loss can be sseaeurwd by the difference in the amounts of 
productive resources required for the acquisition of a given coamedity, or Hat 
of commodities ^ through domestic production as saapared with the resource require - 
aunts for the export of other eomafi'.tles in foreign trade. These different 
quantities of resources could be stated as two list© of the different mm-mts 


of labor of different types and of various kinds of materials required for the 


expansion of the Import -replacing industry and released by the contraction of 
the expert industry. The comparison of such lists, however , would be difficult 
aad the significance of their differences hard to comprehend . The market value 
of these resources would provide a convenient and accurate way to sumrlSe the 
difference in requirements, provided that relative prices in the country reflect 
relative scarcities of different goods, scarcities In relation to one another and. 
la relation to the demand for them. If the prices of all inputs, labor, capital 


AfVl mterials equal the opportunity cost ©f the input- -that is, the market value 


of its contribution to output in its best most productive) alternative 


opportunity for smployriient *■ -and if the prices of all goods equal the total cost 
of #11 inputs required to produce one unit of the good, then the use of market 
values would accurately reflect the differences in quantities of resource require- 
ments in terms of their relative scarcities . With such a system of pricing, costs 
of production of irsports and exports could be used to measure accurately net resource 
requirements . 


-pfl C 


Approved For Release 2001 ItbM ^bhK-RDP6Z-00084M00^ 0002001 9-4 


Approved For Release 2001 /03/(g£|Sj^^ ) P63-00084A0001 0002001 9-4 

but us &asurae such a pricing cyst m in each of two countries, A 
AM B. Let us asm* that A f s values are stated in rubles per unit, that B’s 
values are staled in dollars per unit , If each country A am B, producer two 
eaHMOdltles, X and Y under the following costs per unit, then in Country A, X 



A(H) 

!{#) 

S/I 

X 

10 

a 

5 a 

Y 

30 

go 

i|a 


costs three times as much to produce as X, or for every unit of Y given A 
could produce 3 units of X, In ccmitry B, Y is 10 times && expensive aa X, or 
for every unit of I given up 10 units of X could be obtained* Under these or md , - 
tlons it would be to the advantage of A to produce Y and obtain X in exci^ango; 
siallArly, it would be to B’s advantage to produce X am obtain Y la exc 
It In trade Y will exchange to? iaoee than 3^ A would be better off. Sine® £ 
can get 10 X for every unit of Y given up in domestic production, if 3 could get 
mrm than ^ in exchange for X in tsrada, B would be better off* Sxus an exchange 
rati© between Y = 3X and Y* 1<$£ would benefit each country* Buble costs in k are 
hl^ier than $ costs in B, but X is 5 times as costly la A m in £, while Y is only 
.#li times as costly. 

as distribution between countries A and B of the potential gains 
frew trade will be determined by the rate of exchange between their two ccatrencies 
(the ngaber of R r^uirsd to purchase one $), or by the terns of the barter agree - 
by which they trade X for Y. thus a barter agreement in which Y is ^changed 
for tilt would result in a fairly eves distribution of the gain* trm. trade, while 
an ex chan g e of Jt for Y would confer on country B all of the benefits frm tnde« 
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Xa s por tance of the Price -Cost Baiio 

With a tog wlsdge of relative costs > those foreign trade items capable 
of yielding the trading countries nsost gg&ir could he deters! ra^d * The actual 
fro® trade, however, would depend m the specific cca&itioate of exchange. If 
doiaa gti e prices are preport ional to costs In each country (even though they form 
a different proportion in each), it would be possible to determine the items in 
which trade is potentially most gainful by compering prices in the two countries * 
<£tms if prices in country A equal the average total unit cost of each cemodity, 
and if factor prices are equal to the return which each input could get in its 
next best alternative cccupatien, then it could confidently be stated that an 
expansion of the output of X (in the example given above) by one unit with full 
ssaployment of resources would require a contraction of Y f s output by one -third of 
a unit. 


If, hawever, not all factor price© equal their opportunity costa, 
and if price© b ear a varying feslatisnship to cost in different industries, and m 
between countries, than the ratio of prices may yield misleading indications of 
cccaparstive gains from trade * Thus j n the US the existence of varying degree.© of 
asonopoly among industries and factor markets implies prices in a varying relation 
to opportunity costs. Similarly government interference with the price systesi by 
Mans of supports, subsidies or tax*© can mean that the relation between price and 
cost is distorted, and by different degrees in different industries . In tlm USSB, 
wage© and profits are Included in costs, but the existence of rent, depletion, and 
(ths returns to the state owned factors of production) is denied. 
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SHUB & aiaqjle captation of ruble -dollar *rtc« ratios for a list of Individual 
coresodlties vould to. subject to distortions of various degrees «ad direction 

to 0 f vsTistioBs <n tfee ratios of prices to costs. Without a thorough study 

of the relations between Soviet prices and costs together «tfc an adjustment, which 
v b,^ necessarily be arbitrary, for the return to state -cwsed factors, ruble price# 
are only of equivocal significance in attesting to maaure even the relative gains 

fyora trade in different cosssiodi ties . 

eves with complete knowledge of current costs of product ion 
le the W8& arid the US, the application of a ruble-dollar cost ratio in an estimate 
of the gg&lna frcfc trade lilies the assumption that dotaestic ooffeput can he expanded 
at constant costs . In Tsasny eases* imports represent such a small proportion of 
total domestic production in the Bloc that the assuiaptlon accords with reality 
within the relevant ranges of output . In those cases > however, Where imports 
©caprice a significant fraction of dcrostic production, the constant cost assumption 
rwiuires examination. This is especially true where the necessary expansion of 
domestic output could only he achieved throng «n increase In the plant capacity 
al ready existing in the laduetry. The proper cost of production calculation would 
in ftln de only interest and deprec * at ? on charges on the increased output in the 
current period. If, however, the achievment of this expansion is only possible 
with Increased imrestment, the burden on t e economy of replacing this Import is 
larger t> UKW that incurred in replacing an import from existing capacity. Thus 
even with complete knowledge of relative coats, the use of ruble-doXler ratios in 
a» estimte of galas from trsde would have to be supplemented by considerations of 
existing capacity and the nature of costs . 

^i:p }l f 

uLV/HIL i 
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certain Industrie* for which the constant cost immm&i&Qn 
is rsors questionable then fear others . The extractive and raw producing 

.industries we H&fcXy to become industries of rabidly rising costs if production 
Is pushed sufficiently* just because the natural resources capable of ^sMiag. this 
wiMfal or crop art erf Halted quantity . ftr again, certain mnufacturing iamstries 
s»jf experience declining costs with an espansion of output decease of the existence 
of nttml economies or econysnus of scale. Bom xatwledge of thaae long-run coot 
condition* in th* isqxnrt -replacing sod export industries in necessary if xt» sfaxm 
fnwk trail are to be accurately assessed. 

Fortunately taare is available the technique of intar-industry 
analysis, which via an input-output table and inverse matrix, pamrfts an examin*. 
tion of the nature of the iapaet Uegm «d on the econcssy by the cessation of import*. 
ta indicating the nature aad degree of both the direct and indirect effects of an 
«Wion of the teport-replacing industry, interindustry analysis would aid in 
locating the potential short-run bottlenecks, vhieh result txm a lack of necessary 
capacity, and in suggesting the easadftifcUa subject to increasing or decreasing 
long-run costs. Hus technique can also be used to supplement aad teat es timates 
of ruble costa derived froa active sources. Within the next cut month* there w,li 
be available for application an input-output table, a coefficient aad inverse matrix, 
which will describe the interindustry relationships among ul processing and producing 
sectors into which the total of Soviet economic activity has been classified. 

Grouping all of economic activity into only 6l industries implies a large amount 
of aggradation. This further mem that very detailed sad highly specific defini- 
tions of import items eaaaot be handled. Thu. from this mtrix it will net be 
possible to tannine the impact on the 9BSR of a cessation of imports of copper wire. 
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rather a cessation of imports of all insulated vire ard cable would have to be 
ersained, a ngich broader category * Or fe^in, the effects of an embargo against 
the movement of jig-borers to the TUBE couM not be exminedj rather it would be 
necessary to consider the effects of controlling all li^orts of machine tools and 
seta! working machinery • 

I ie^les of Ruble-Miliar Batios 

A preliminary coa^arieon of 1950 ruble sal dollar prices for the 
saisa ecesao&itie#* for exsn^le, reveals an average ruble-dolXar ratio of 2.5 to 1 
fear certain machine tool items, of X to 1 for agricultural cjoe^odities, and. tram 
12 to 1 to 100 to 1 for certain nonfierrou© petals. On the tests of 'these relative 
vri-o** g&ja tb»-— MWtloB Qg. a cqartwfc ratio qf gtw. to cost la each, .cgnotry, 
it would appear tb&t imports of agricultural como&ities and certain x&nfarrous 
artels would offer so© t $aim to the Soviet Cnicm, and the cost of laqports ff to 
them wcmM be minimised if they exported oaebixie tools sad Electrical aM electronic 
equipment (for which available ratios average about 7 to 1} in exchange. 

for ex a mple , agricultural prices in the 13% and IE35B, \&en compared, 
ioir the following ratios (rubles to one dollar): 


Wheat 

25 

Bye 

36 

Barley 

37 

G&ts 

32 

0 IOT 

72 

(Bhlr &r*l» 

108 

lice 

103 

Cotton (fiber) 

15 

tool, grease 

5 

Potatoes 

16 

Soy beans 

100 

fish 

105 

Sugar bests 

70 


SKOPET 
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The ruble prices os which these ratios are based include the turnover tax, but 
vxilv&m rental peyaent . As Inftieaters of relative costs the high ratios for rise 
end fish are especially suspect, ffi.ee is grown in the USSS under the sarae condi- 
tio ns m the OS; it is hard to conceive that the Boviet fishermen are 100 times 
more Inefficient than their IB coudfcerparts - 

JkBoog nonferrous totals the following ratio® were found : 


Aluminum: ingot 

13 


Mitisga 

n 


sheet 

16 


rod <3JB" ) 

sit 


rod (S*H/l6 n )16 

Cobalt 


103 

Copper, 

electrolytic 

16 


sheet 

lb 


rod, route 

1 7 


rod, squte* 

18 


tubing 

10 



1? 

Itercury 


hi 


ffiekel 37 

3%e ruble prices on which these rat:' os are based exclude depletion and consequentl 
ere low. 

the lowest ratios are generally found for industrial equipment 


as the following exiles suggest: 


Vertiedl boring end tuning mills 


Surface grinding machines 7 
Sngiae and center lathee !i 
Sotiteatal turret lathes 2 
treaters (100 IP and over) 6 


Oil protects similarly are relatively cheap: 

Auto-tractor oil 5 
Diesel motor oil 3 
Dnduetrial oils 2 


Chemical* relatively asperadve: 
Tolulene 

Hydrogen pertebds 
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AgUa it should be reneaberad that the raw material costs of these industries do 

i 30 t isdu&e rmnt ciftpXeticm peputeits* 

Studies already eoc^let«d indicate an overage mble-dollar prise 
ratio for the total of Soviet production of approxiaately 10 to 1. On this heels 
it can he deduced ttet/pric* ratio ever 18 to 15 is high, lower than 5 to T is 
low. Still, however- the correlation between prices and costs for ratios within 
this range is entirely aribisaous- *e can, however, at the present state of our* 
knowledg e suggest that in the ease of extraraely high end extremely low ratios a 
preelection exists that costs too nay he sartreae, and therefore the Bloc would 
derive lar es cAlhs from imports of those commodities bearing very high ratios. 


SECRET 
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for Cfcsration* 

& the lftfit of the above discussion although it would be «©s t desirable 
%e be able to draw up a detailed list at 600 -odd Soviets imports ranked 
eeeerdlag to the harden which the loss of each would have on the domestic 
enanemgr* the construction of such a list void require far acre price -cost 
er interindustry relationship information than vs now have, or are llkaly to 
hate la the near fatare, 

WLthia the rage of the feasible, {weaver, two courses of action can be 
w a ggested* each of %feieh would require the addition of a new attribute to the 
e xi st i n g list. At the entire previous discussion iadi oat es , the critarioa of 
the aawaat of gala froa'trade, or the cost incurred upon the cessation ©f trade* 
fee determining which western products are to be denied to the Bloc is an 
eesnoalcally sound sad rationally defensible standard, it is therefore suggested 
that a new attribute be added w ich statea that* with certain specified exceptions* 
those eenaedltles t-ild he subject to export controls* the loss of imports of 
Which would impose ths greatest cost or the nest distorting impact as the 
e es ewey ef tea Sloe. Such an attribute should be accepted fairly readily hy 
reaaenaUe free-world partners* and once accepted would ease considerably the 

1. A list CO eld be constructed of So or 60 coanodity categories ranked 
saecrdiag to the cost which the leas of western imports w. uld impose on the 
dsmstlu economy of the Bloc* The examination of the domestic effects of a 
ceaMtion of d i fferen t kinds of Imports* aggregated to this degree* win he 
waintedam Sa CBS as part of projects already initiated. Moreover within the 
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they ae be 


to bo costly la 


and capital 
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I. 


ttm mm nenwAy define* coowxftty categories for w v l«*> «• tew 


r«Mo price or cost data, certain cowediti** *111 be imam to be high coot 
P-— tiay no produced oeeerdteg te • wrthei ef <*fcd*t*d tootrolegy, «r to- 
they are p»d*«*i m • *mXl mti* i *« ** «** ri * aB * ******** the esio- 
ef olsoable e ca a o a & e* ef e*ale. Or *?*!*» * B f 
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* carnal categories *«| nated 4 »««r4i a g 

t® the gaiae area feed® wealting free Hearts af sash, together with 
esoaldaraUeaa relating to prototypes aad relatively scarce Mwa tlM 


*** lt th * * »■**■**<» af already aadarwuy or flamed. MerntoimAmki * ^ 

ttfU to required. 

** A mmmA wares of actio* lavish can to aarilwd as either - TT ^i r - w i rt ij- 
W ti»t jwrt discussed, or alternative to It, would Ua la the undertaking by 

®® to proirlds ad hoc support as repeated fey awe. Hilton the tarns af „ 

** toe «£f*at*d eddl t lma l, atoritota* <*» could undertake, upon t&mwt, ta 
toe rolatire costa af a eemedity or the interindustry effects af toe 
flee net, Ion of l^oris of a eemedity toing consider ed as a eetgeet fear trade 
eeatrela, It ftadtage could be charted as , r . r - :i l _ 
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mm. tas sm ** *» ?» «* <*» ******** ^ 

gr sn *j.th e«^plete lnfor-»tlon em relative *°»t* of production, thore ere 
j tlurr proble w associated with the wse of ruble -dollar ratio* as a *ea oars rf 
relative goto* fbo* trs*»- 

Jspaarte ast **&? ob relative costs of p r o d u ction bat rise os the relative Beets 
«C transporting the verloae ltess fro* t!»* class where they ere presort t* **• 
plm y fa p n they *re used. fbt* trineport coat In tarn depend* on relative 
Ire m u n r rt rate* m i actual ijimg.1 iitilr loeatloR*. It ia r>o**ible for tusnaport 
r-r+j . te fee so M#» la relation to relative production cost*, as to negate 
astirwly ; alna fre» trade. It is alas possible far gtagrapMe looatiens to be 
that trade is piafal debits negligible differences In relative predustim 


get* eltd eaiacta ti anal prob l e m Involved In natrtil^ a rata-tines-dia— 
far aveey earned tty ere obvfcma. Js a first apprtabmMm it seeld be 
aaansd that t gj n dpo r t costs do not vary seam? ooBBoditles bat bear a aonetent 
fgote to cost (prise). Ifaaapert oosta sill, of course, be a larger perse* 


*g prnilmtlm seats for warn comedltiss than far others | on the whole, hewever, 
tte ratio si transport to p r oducti on coats is litaly tabs about tbs was tme 

assnsiltr &*m> aspeelAly fwaa the harder af *» oau s tr y to the harder 


si the other. Far excels, tren#ort costs an buliy raw asteriala are llltsly 
to be a la rger proporti on of predestisB costs than ia tbs ease of highly fafc- 

goads. 71 m* if within sach category af samstttiss bearing apor«nd.*ataly 
tea so* tvMs of » . f mijw t to pjeduetian cost*, eo"r»ditlca ware ranked according 
to their cost (pri.ee) ratios fro* High to low, the list wo-ld aim represent the 
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aanbanges that would te most gainful, ceteris peribas, although the amount of 
seta fro* trade (or less from esfcargo) could net he determined, 

the application af wart ratios to this purpose further assumes that Bloc 
seats ere represente d by a given rnfele price, and that free world costs are 
repeceeated by a tfd price* Bee of a USSR price assumes that the Soviet Union 
is the low cost producer of the lta» in the Use, end that consequently th* 
Hat'* galas ttm trade Implied in the ruble-dollar ratios are masl-wm galas 
Sa tarns of ths cost of Bloc experts. Similarly use of a IS price assumes that 
t 'is country is the loir cost producer la the Hast and that the Mast's gains from 
trade me* mB&mt it terms of the seat of eapsrts. In each c ase use of ruble- 
dsller ratios won that gains are maxlsea is terms of the cost of imports. 
With the enseptian of certain machinery items produced in the satellites, this 
aasta^tlcn about Bice costs Is probably close to reality. Where the nature of 
imfcra-Bloc trade or other considerations make the aasmytlon sees inappropriate, 
additional information on costs in ether parts of the Hoc will be sought. The 
assumption about free world costs, however, is probably less Justified. While 
in the field of aaasfasturod goods, "S production costs in general are probably 
as las as those of any western country, if transportation costs to the Bloc are 
Iwnfriliafj Vsstnra Straps may well bn a lower priced market than ths US, Tin 
lus is true in ths case of ran materials, with the additional complications of 
geeeramtt supports for price in tuny cams, import quotas a ad other impedimenta 
tn trade* Again, the cost data will have to ba adjusted according to the 
gsmgrajilitr pattern of East-West trade. 
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n. *r;? 

.4 . 


Xtr mr tea temaar# t»»* Twittnl mi mmmrt miMMi 

imkf late a a *t a ra at arity a&aat aargiml ipW— 1| nlwt ia tea mm 
if * j ft w i iiirta 4&ljr In yn^ln - «4ipi j jy 

amititima ia tea Sloe. tee rdMmitoVlar aattaftir m aa— gtty my ba 
selailvaijr im* aagr li t» 1* mi mi tee earn aiiy aagr te meterni tartar sate 

atearfo «tU ia dniftmt iajaryw lapmiag aa eiaharge aa ann-i ai te y aa* a 

Um io far wqgtm fajsgy mi m m itmimllti fmf mtsiA tfcm 

air tfn4tr it K< f^iTirj jtfeg* yrlyir y*|^y imdiitlmt in %im 

&3tam mni mmRi $&&£&& mm timMitf mem th § pmpsjyi 

w tSi mil itMt i» to tim 11 ipirltj 


gaaa ta wWLeh am nnmallljr is mfoaty*rta>la far aaeteer ia ppeatoetim ar mb, 
awl tea rt a gr a a ia amite triatt fatea ar* amSLafe&a* Sate kmml*a» la af ac-taa 
tMTta&taly aar* 4Ki tea Xi ia tetela tean prlaaa* ar a**» east <Ut*. 4 aettea tf 
tea relate** Int e rn* i » af See te a t ia tea *te*t-«m am fca rt arimi am 

-4 

*m a tea ytern at rnm eaters Xm «NHn pte* a Imraaee ia aim 
•tew far ar p mfraite* at a m— i f ia wawttty , teav, aa t a *U *fe e a mail 
«*>ily mart «an^X af tea emit ar li *my iaBmte m ap a ari ehiXi ia rt— if 
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la the f see of or o politically aotirotod action. 

Ss&saa&si r,mmU irtfnr 


Iwwtar, aay bo greater or oaallor than tbo MM * — tt 
i» fmmtm requiroaonts for producing tbo e&ao list of geode y imoUUm 
m la sonjunettoo ititb foroig. trod., Hawm- the low w h. 

btl annod Ig WMi«aonacnrto Tam, or piw . 

6Mt« as tbojr have boon daflasd «ben ( dlsrogsrd the 

rf y«do eostwy, la the root of ooao i*** ^ ^ 

*»«id bo able to adjust quioky, olthor by standing the output of a doaootls 
ia&mkrr or ahougJag tbo pattern of final 


«T tbo 


la tbo eaao of other controls, 

* «« «**»W ml* U liksly to bo of Hog.* deration, and thsro- 
£m * **** •* dioor g ao iaatlono ouioh oxiot * 1 * 4 ^ ^ 

p«4«4« a» results of oppyteg ol*bo» roblo-iteHar raUos or interindustry 
no'jrl® mid boro to bo aaandod bp tin coBsldorstians, 

^ ****** **■ **** * ***st vtmlam to tbo Mae sight bo laoo thro la 
tb. «bot # bat eao msM m% roael*i* iro* Via Toot that la no p*^ te 

tbo Sloe aooooo to os stem sraaiua, 

®* g wwwfa* pbllsospy «C autarky aokos it appropriate to 
** B38& Is «***— ioattala rolf-af iteioaor la wary pp —oty aaa 
••Srtdor# strategic. On* can also bo sure test tbo h fft ^ 

*** dowleproat of mbstitutos for tboso ia* r« notorial* oblab it 
itrolf, that it boo 


feat OTTOteilly it «tH ke 

ia that ita w-aokipg abiliy «U1 set bo hasparod through tbo Joe* 
wtorfai, y tbo aaowbUo, teroror, bates* rofestitatea ar 
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toad* seats rds w mlA impose m aepncmie cost* resiriciiGue however* 

*to© F*«*to X©ag*ran advantages to the US3& if they wit to stiariUto 
pwdoetloa of totter substitutes* Thus it mexsi la tbs Soviet 

marly oil mmedS&ie* ort eoye cheaply attained through domestic pro du c tion 
ito& tlapo^i trade* because there would bo iadtoded in the cast of imports 
tte smI of foregoing tto security advautoges of producing to# good at toms* 

1%W le too Soviet view* tto only gains toon trade would bo to those oo^soiltto# 
for itM lie W eubetitutes are still inferior. Through trade t ttoe 

fer to* research and development of new sources of their owa. ton* or insofar, 
or they tore succeeded to deeotopto^ these* free their am Tier point* trade 
restrictions eaa to tom no net to^ary* Cauaidsaad to this light ail losses* 
i&to me toeopttoo* fafl fe ted cm tto Bloc tlirough trade controls wold be taiuporary 
eed Wfcld to t ermine ted upon toe ws reeas f ai tovelopeeot of domestic sources of 
ecpi&gr. 

M topertmh category of Bloc iaporte f m tto tost* however* Has to 
tto mob toe lime Shiah serve as prototypes of western technology ♦ i^ g ^ 
teetoelogisaX pogrom continues to to asm rapid thee that of the Bloc 
to ear to*eifto ltoe # tto Else cm saw capital costs by importing prototypes, 
to this wy tto® effective supply of research ability is enlarged* sad tto 
mem^ty i&r toil<&ng pilot plant* to eitotoated. toe loss to torn* should 
tls^T to mable to tprt prototypes* would be a centimes* rather th an a 
tmji inraiy loss* for they wtold have to devote sore of their re sou rces to research 
aai tovetoprasl than they mm do. 

flcmghmt toe entire discussion so to we tore treated tto USBE sad tto 

Ulm as i iam aaii It has already been pointed e t that leek of data my f fr ees 
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4rtaandsiaf those oanaoditiss in. which tr ada would lie west gainful . Oar know- 
lajgi a£ interindustry rslatl onahipg related to the BBSS alone. Ideally we 
strrrM prefer meg* information relatina to the Interindustry relationships for 


tite Has as * whola, far it Is entirely eenoetmble that the FSSE sd-ht ha able 


te pass m the 


of the leas fjpom trade controls to bos* other part of the 


SUM. Thu if ore other pert of ttse Sloe is pared 'cin^ and usinr on es/barirecd 
Which the USSR had obtained from the Soviet Etaian would probably 


its lost Imports from Floe sos-rees, and than force the harden of adjnst- 


aa to s sate lilts. Bat any Floe sou r ce s of eeana&tlss considered strategic 


by the east are sndenbtadly being exploited already and are probably being 

to the CSSS. Tbs only way the Bloc as a whole could escape the loss 
ww£Ld be threw gh the diseovsry within the Bloc of new Bourses of supply. Farther 
if tbs mmtgtSjt STpllsd to the USSR ire not applied to the rest of the Bloc, then 
tie Measure af tie economic loss Is "waninglsss. The only loss involved would 


be the extra resources (if any) involved in lvportlng frera the Hast vis those 
ee u Btrl es to wMeh the controls do not apply* It seems unlikely, however, that 


if esBtrwls are snlfermly applied to the Bloc and effective, the resolttnj less 
sMek is de duced for the U cwtld be avoided by the Bloc as a whole. It also 
sssns UMr that tbs WWt is slrosi - s*t«a£ -rest. If net ail, of tbs owtpA 
af stretesle items ®f o@ter parts <jf the Bloc, 


l.e* Regional Application 

A free world aribsr gs of shipseute af easy single item te the floe will 
he eneosssfnl «3y if c-very westers country producing the Item agrees to enforce 
the control, fhas a aheloe of any list af exports to be eautrolled vast consider. 
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te to the economic loes It iepose «j the Hoe, the fearaMUty 

«f It* hatwg accepted by producing countries. Vest experience has indicated 
ttet the stare econo mlcaTIy developed countries are mm witlinr te nadertulce 
such a program while the econcmics&'ly und e rde v e loped countries either will not 

er cannot. 

If the *vm eeatrola are ot applied te the entire 3l«, the appropriate 
east et-te** 8 are those based ©u the effects of the least stringent list* 

That part ef the Hoe against A’# the wore stria ;e©t controls are aimed can 
easily obtain tferoogih other Sloe partners uestem ~oods peradtted to the latter* 
f. iqpcrt Iwtrols 

baafv as Bloc eoianoditles are sold to the West for the purpose of 
earning foreign exchange te finance Hoe ixparts, a limitation on Sloe foreign 
eashsag e earnings would achieve the broad purpose of control. Control over 
te a tarn is$orte from the Bloc, hose ver, could only Unit the total amount of 
masfeni currencies available, By themselves such controls euuld not be able to 
deny specific sec t ors eoamditlcs to the Bloc. 

If* h as a ver* Bloc efforts to evade export controls appeared to be rela- 
tively successful - if the Bloc sere acquiring sijjBifieaat quantities of sn- 
bagjoed sentsm eawdttietr hr paying a sufficient prua&utt In the black market - 
the expert controls could be vmSm nore effective by Uniting the amounts of 
convertible curreacles avaUxfcle to the Hoe. It seen* rather likely that the 
Hoe agents she d r cm d wu t controls and Alp embargoed good* to the Hoc insist 
aa payaant in apa r erti blc currencies (the Canadian or US dollar, the Swiss Franc, 
tad such). Snit lisdtatioc could require control over forei@o-held balance* of 

them currencies, in order that they not be transferred to Bloc ennerehip, mould 
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* liadlattea at all water", purchases from the Hoe requiring 


poywute Is these carreacies, inciting watera purchase* af Blse gold. The 
utratiaa of maeh a program aould probably be difficult. 


la a d d iti o n, if the '.eat, especially western furope* refused to purdAJE® 


it *oald d to itself th® i#ra»U^s of larger gold rsaoureoa* 


Dm lasms* ts istsrnal end iaio^iatisaal ceaeoa&e stability resulting from 
larger geld reserves as sell a* tie increase is aeafirisaoe derived froa Urn® is 


ss lv*tsit debit against the credit of sore effective control ovar trade* 
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